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ABSTRACT 
The growth of FDI in the world has been significant in recent years. Between 1990 
and 2000, the world’s FDI inflows increased more than five times, and after 2000, 
the world’s FDI inflows have declined. During the period of FDI expansion, growth 
has been especially strong since 1997. However, most of the FDI transactions were 
between the developed countries. The distribution of FDI is unequal and less 
developing countries face difficulties in attracting FDI. Despite the fact that FDI is 
increasingly important to developing countries, over the past few years, the share of 
the developing countries in world’s FDI inflows has been declining. 
This study investigates the effect of some macroeconomic factors on net foreign 
direct investment (FDI) inflows in the United Arab Emirates between 2002 and 
2011. Its theoretical framework is based on the concept of Adaptive Theory and 
Market Efficiency Theory. To achieve the objective of this study, time-series 
annually data are used. Four macroeconomic factors are chosen as FDI determinates 
in the UAE, which are government development expenditure, saving deposit, 
inflation rate and export goods and services.  
By using regression and correlation analyses, this study found some results which 
are considered as empirical evidences for future researchers. This study found there 
is a positive and significant relationship between two of the factors with FDI inflow 
which are government development expenditure and inflation rate. On the other 
hand, the other two factors, saving deposit and export goods and services are to have 
no effect on FDI inflow into the UAE. 
Key Words: UAE, FDI inflow, government development expenditure (GDE), 
saving deposit (SD), inflation rate (INFR) and export goods and services (EXP). 
 IV 
 
ACKNOWLEDGEMENT 
In the name of Allah, the Most Gracious and Most Merciful 
First of all, I praise the almighty Allah, who has given me the opportunity to study 
abroad, and finish a new stage of my life successfully by doing this research. I thank 
Allah for all his blessings and guidance, which have provided me with strength to 
face all the tribulations and trials in completing this part of my life. I therefore send 
my love and gratitude to the ones who really have cared for me, and never stopped 
supporting me until I reached to where I am now; my parents, all my thanks and love 
for you both. 
I offer my sincere appreciation to my beloved father, mother, and family members for 
their patience, prayers and understanding over the entire period of my study. I am 
most indebted to my father, Dr. Ismail Hamdan Mousa Bolbol, for his care and love. 
He works industriously to support the family and spares no effort to provide the best 
possible environment for me to grow up and attend schools. My deepest gratitude 
goes to Am Usama my mother; she is simply perfect. I have no suitable words 
that can fully describe my everlasting love for her. 
My special love and appreciation go to my brothers Usama, Islam, and my sisters 
for their support, tireless patience, and faith in me to complete this tedious task 
and my general love and appreciation go to my friends, whether in Malaysia or 
Palestine, who instill in me the value of hard work and dedication. The innumerable 
sacrifices which they have made for me are something for which I will always be 
grateful. 
 V 
 
wish to express my deepest gratitude and heartfelt thanks to my supervisor, Dr. 
Zaemah Zainuddin and my examiners’ Dr Norhafiza and Dr Puan Sabariah 
Nordin for their discerning guidance, positive criticisms and valuable advice 
throughout the undertaking of this study. She had spent a lot of her time patiently 
and painstakingly giving valuable information, correcting errors, just to ensure the 
best effort has been given in the completion and achievement of this study. Her 
excellent guidance and supervision have rendered me with minimum pressure and 
has made this learning process an extraordinary experience. 
I would like to thank all M.Sc. (Finance) lecturers, for their outstanding finance 
knowledge. To the rest of my family members and friends, thank you all. You 
have been instrumental in this never-ending academic journey. I really 
appreciate your support, directly or indirectly. I love each one of you. 
 
Sincerely, 
Wesam I. H. Bolbol 
 
 
 
 
 
 
 
 VI 
 
 
Table of Contents 
DECLARATION .......................................................................................................... I 
PERMISSION TO USE .............................................................................................. II 
ABSTRACT ............................................................................................................... III 
ACKNOWLEDGEMENT ........................................................................................ IV 
LIST OF TABLES ...................................................................................................... X 
LIST OF FIGURES .................................................................................................. XI 
LIST OF ACRONYMS (ABBREVIATIONS) ...................................................... XII 
CHAPTER ONE .......................................................................................................... 1 
INTRODUCTION ........................................................................................................ 1 
1.0 Introduction ............................................................................................................ 1 
1.1 Foreign Direct Investment (FDI) .......................................................................... 2 
1.2 Background on the Development of FDI in the UAE ......................................... 3 
1.3 The impact of FDI on Gross Domestic Investment (GDI) .................................. 6 
1.4 Problem Statement ................................................................................................. 8 
1.5 Research Questions .............................................................................................. 10 
1.6 Research Objectives ............................................................................................. 11 
1.7 Significance of the Study ..................................................................................... 11 
1.8 Scope of the Study ................................................................................................ 12 
 VII 
 
1.9 Organisation of the study .................................................................................... 12 
1.10 Summary of the chapter .................................................................................... 13 
CHAPTER TWO ....................................................................................................... 14 
LITERATURE REVIEW .......................................................................................... 14 
2.0 Introduction .......................................................................................................... 14 
2.1 Underpinning Theory .......................................................................................... 14 
2.2 Foreign Direct Investment (FDI) ........................................................................ 15 
2.3 Government Development Expenditure ............................................................ 20 
2.4 Saving Deposit ...................................................................................................... 24 
2.6 Inflation Rate ........................................................................................................ 26 
2.7 Export Goods and Services ................................................................................. 29 
CHAPTER THREE ................................................................................................... 33 
RESEARCH FRAMEWORK AND METHODOLOGY ....................................... 33 
3.0 Introduction .......................................................................................................... 33 
3.1 Data Collection ..................................................................................................... 33 
3.2 Research Framework ........................................................................................... 33 
3.3 Model Specification and Multiple Liner Regressions ....................................... 34 
3.3.1 The Regression Model ..................................................................................... 35 
3.4 Measurement of the Variables ............................................................................ 36 
3.4.1 Dependent Variable ......................................................................................... 37 
3.4.2 Independent Variables ..................................................................................... 37 
3.4 Data Analysis ........................................................................................................ 38 
3.4.1 Descriptive Analysis ........................................................................................ 38 
 VIII 
 
3.4.2 Correlation of Variables .................................................................................. 38 
3.4.3 Multiple Linear Regression Analysis .............................................................. 38 
3.5 Hypotheses Development ..................................................................................... 39 
CHAPTER FOUR ...................................................................................................... 40 
DATA AND RESEARCH METHODOLOGY ....................................................... 40 
4.0 Introduction .......................................................................................................... 40 
4.1 Data Collection ..................................................................................................... 41 
4.2 Variables Description .......................................................................................... 41 
4.2.1 UAE’s foreign direct investment (FDI) inflow ............................................... 41 
4.2.2 UAE’s Government Development Expenditure .............................................. 42 
4.2.3 UAE’s Saving Deposit .................................................................................... 43 
4.2.4 UAE’s Inflation Rate ....................................................................................... 43 
4.2.5 UAE’s Export Goods and Services ................................................................. 44 
4.3 Correlation Analysis ............................................................................................ 46 
4.4 Regression Analysis .............................................................................................. 48 
4.4 Discussion .............................................................................................................. 52 
4.5 Summary ............................................................................................................... 54 
CHAPTER FIVE ........................................................................................................ 55 
CONCLUSION AND FUTURE RESEARCH ........................................................ 55 
5.0 Introduction .......................................................................................................... 55 
5.1 Discussion and Summary of Research ............................................................... 56 
5.2 Contributions of the Study .................................................................................. 59 
5.3 Limitations of the Study ...................................................................................... 60 
5.4 Recommendations for future Studies ................................................................. 60 
 IX 
 
REFERENCES ........................................................................................................... 62 
APPENDIX ................................................................................................................. 73 
 
 X 
 
LIST OF TABLES 
Table number Description of table Page 
number 
Table 3.1 Research Variables 37-38 
Table 4.1 Summary of Descriptive Statistics 45 
Table 4.2 Summary of Correlation Coefficient 47 
 
 
Table 4.3  Model Goodness of Fit 50 
Table 4.4 Summary of Regression 51 
Table 4.5 Summary of Development Hypothesis 51-52 
 XI 
 
LIST OF FIGURES 
 
Table number Description of table Page 
number Figure 3.1 Theoretical Framework 34 
Figure 4.1 Foreign Direct Investment Slope 41 
Figure 4.2 Government Development Exp. Slope 42 
Figure 4.3 Saving Deposit Slope 43 
Figure 4.4 Inflation Rate slope 43 
Figure 4.5 Export Goods & Services Slope 44 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 XII 
 
LIST OF ACRONYMS (ABBREVIATIONS) 
 
 
Acronym Description of Abbreviation 
UAE United Arab Emirates 
CB Central Bank 
IMF International Monetary Found 
FDI Foreign Direct Investment 
JAFZA Jubal Ali Free Zone Area 
GDP Gross domestic product 
GNP Gross national product 
EMP External market pressure 
GDE Government development expenditure 
SD Saving deposit 
 INFR 
 
Inflation rate 
EXP 
 
Export goods and services 
 0 
 
Constant 
RM 
 
Malaysian Ringgit  
ESOU Economic Survey of Europe 
 1 
 
CHAPTER ONE 
INTRODUCTION 
 
1.0 Introduction 
Foreign direct investment (FDI) has always been considered as an essential and 
critical factor for both private and public sectors particularly in the United Arab 
Emirates (UAE CB, 2008). The UAE consist of seven states controlled by a local 
federal government, as follows: Abu Dhabi the political capital of the country, Dubai 
which is considered as the economical capital, Sharjah, Ajman, Umm Al Qaiwain, 
Ras Al Khaimah and Fujairah. The UAE’s federal government economic policy is  
focused more on how to increasing FDI in the country by giving foreign investors 
incentives, such as tax free rates in some trading zones and, improving and adjusting 
investment regulations to be more attractive for them (UAE CB, 2009). The UAE, as 
an oil producing country, has high growth rate compared to the other countries 
surrounding it in the Middle East, and it’s trying to extend national income by not 
depending solely on oil (IMF, 2010). The several governmental efforts to developing 
infrastructure and enhance government development expenditures, have placed the 
UAE in good position to attract foreign capitals investment in many economic 
sectors such as tourism (IMF, 2011). For example Dubai currently considered as a 
very attractive city for tourists in the Middle East (IMF, 2011).  
With increased investment in infrastructure, Dubai has managed to build world-class 
transportation and communications systems, and has one of the fastest growing 
airports and airlines (JAFZA, 2012). A hundred and forty square-kilometre (Dubai 
World Central) is being developed to meet the present and future needs of global 
The contents of 
the thesis is for 
internal user 
only 
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